
Business Expectations for Capital Outlays, 1971 

BUSINESSMEN are scheduling ex
penditures for new plant and equipment 
in 1971 about 1% percent over the 1970 
level, according to a survey conducted 
in late November and December 1970 
by the Ofl&ce of Business Economics 
and the Securities and Exchange Com
mission. Expenditures in 1970 are esti
mated to have been 6.6 percent above 
the 1969 level. Outlays in 1971 are 
expected to total $81.7 billion, com
pared with $80.6 billion last year and 
$75.6 billion in 1969.̂  

The quarterly OBE-SEC survey con
ducted in late October and November 
revealed that businessmen expect to in
vest at a seasonally adjusted annual rate 
of $81.8 billion in the first half of 1971. 
This figure taken together with the cur
rent expectation for the full year sug
gests that the rate of spending in the 
second half will be little changed from 

1. Tho 1060 flguro is the estimate of actual expenditures and 
is consistent witli tlie revised series ot actual expenditures 
presented in tlie article on pages 26-40 of tlio January 1070 
SURVEY. 

Tlic 1070 ngurc is based on estimated actual expenditures 
during tlio first tlneo auarters of tho year plus the expecta
tions for tho fourth quarter reported in tho SuiivEY lost 
month. The expectations flguro was ndiusted for systematic 
biases by using tho procedures described on pages 36 tlirougli 
30 ot tlio February 1070 SUKVEY. Tlio flguro lor tho fourth 
quarter of 1970 may bo revised on tlio basis of tho responses to 
tho next regular quarterly OBE-SEC survey, to bo released 
in March. 

Tlio 1071 expectations reported hero liavo beon adjusted for 
systematic biases wlieii necessary. Beforo adjustment, ex
penditures were expected to be $80.6 billion, indicating virtu
ally no change from 1970. Tlie bias adjustments, which are 
computed separately for cacli major industry, were applied 
only when expected spending deviated from actual spending 
in the some direction in each of the 4 years 1007 througli 1970— 
tlie only years for wlileh such data arc available. When tills 
criterion was mot, tlio adjustment used was tho median devia
tion between expected and actual spending in the 4 years. 
These bios odjustments ore based on less comprehensive data 
than the adjustments which will bo used in calculating ex
pected 1071 spending from tho responses to the survey to bo 
taken late this month and next month and reported in March. 
For that survey, the adjustments are based on tho experience 
of I ho entire postwar period. Thus, the results to be released 
in March may diller from tho results shown here not only be
cause of changes in the underlying reports but also because 
of tlio use of more coinprehonsivo information on bios adjust-
monl. 

the first half. This applies to spending 
by both manufacturing and nonmanu-
facturing companies. 

Expenditures by manufacturers are 
expected to total $31.4 billion in 1971, 
3 percent less than in 1970, while spend
ing in nonmanufacturing industries is 
projected to rise 4 percent to $50.3 bil
lion. The greater strength in nonman
ufacturing industries is similar to the 
general pattern which prevailed in 1970. 
Electric utilities and communications 
firms account for much of the 1971 in
crease in nonmanufacturing invest
ment; expenditures by these industries 
also rose sharply in 1970. Airlines expect 

a substantial reduction in 1971 fol
lowing a sharp advance in 1970. Rail
roads and gas utilities project substan
tial declines and commercial and mining 
firms expect small decreases. 

Among the manufacturing industries, 
nonferrous metals firms and petroleum 
refiners are programing increases of 6 
percent and 5 percent, respectivelj-. The 
motor vehicle and nonelectrical machin
ery industries expect to spend about the 
same as in 1970. Other major industries 
expect decreases, with the largest de
clines projected bj;- iron and steel, air
craft, paper, rubber, and textile 
producers. 

Expenditures for New Plant and Equipment by U.S. Business,' 1969-71 
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•• Preliminary. 
1. Data exclude expenditures of agricultural business and outlays charged to current account. 
2. Estimates arc bused on expected capital expenditures reported by business in late November and December 1070. 

The estimates for 1071 liave been adjusted when necessary for systematic biases in cxpectatlonal data. 
3. Includes industries not shown separately. 
4. Includes trade, service, construction, fliiance, and insurance. 
NOTE.—Details may not add to totals because of rounding. 
Sources: U.S. Deportment ot Commerce, Ofllco ot Business Economics, and tho Securities and Exchange Commission. 



January 1971 SURVEY OF CURRENT BUSINESS 

CHART 2 

Real GNP down 3<4 percent in fourth quarter, mainly because of the auto strike—GNP up $5|/2 billion in current $ 

GNP deflator rose almost ^% percent in the fourth quarter 

Nonfarm payroll employment rose in December, reflecting the end of the strike; unemployment rate edged up to 6% 

TOTAL PRODUCTION 
Billion $ 

1,050 

950 

900 

CURRENT DOLUR GNP* 

inventoiy Change 

850 L _ J I I I I I I I L 
Ouartarly (IV) 

Billion $ 

40 

30 

CURRENT DOLLAR GNP" 
(Change From Previous Quarter) 

Quarterly (IV) 

850 

750 

700 

650 

OBE 

Quarterly (IV) OBE 

Percent 

12 

CONSTANT DOLUR (1958) GNP' 
(Change From Previous Quarter) 

f 
1969 1971 OBE 1970 

Quarterly (IV) 

* Seaionalty Adjuited * * Seatonoiiy Adjutled al Annual Rates 

U.S. Ofpartmenl of Commerce, OHice of Business Economics 

THE LABOR MARKET PRICES 
Million Persons Percent 

CIVILIAN LABOR FORCE AND 
EMPLOYMENT' 

Employment 

12 -

77 I'1 I I I I I I I I I I I 1 I 1 I I 1 I I I I I I I I I I I 1 1 1 I I I 

Monthly (Dec.) BIS 

Percent 

IMPLICIT PRICE DEFLATOR FOR GNP* 
(Change From Previous Quarter) 

lllljlll 
Quarterly (IV) 

OBE 

UNEMPLOYMENT RATE' 

Total 

Married Men 

\ •••• 

1957-59 = 100 

150 

140 -

130 

0 I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I 

Monthly (Dec.) BtS 

Miltion Persont 

76 

NONFARM ESTABLISHMENTS 
(Employees) 

72 I - Employment' (left scale) 

Man-Hours' 
(right scale) 

CONSUMER PRICES 

Retail Food* 

110 I I I I I I I I 1 I I I I I I t I I I 1 I I I I I I I I I I I I I I I I 

Monthly (r^ov.) BLS 

1 9 5 7 - 5 9 = 1 0 0 

125 

120 -

140 115 

130 110 

WHOLESALE PRICES 

Industrial 
Commodities 

6 0 I I 11 I I I I I 120 105 I 1 I I 1 I I I I I I I I I I I I I I I I I I I I I I I I I 1 

Monthly (Dec.) BLS Monthly (Dec.) Bl 

Hours 

45 .0 

40 .0 

Dollars 1 9 5 7 - 5 9 = 1 0 0 

140 

PRODUCTION OR NONSUPERVISORY WORKERS 
(PRIVATE) 

Average Hourly Earnings _, 
(right scale) 

•f Average Weekly Hours" 
/ ( l e f t scale) 

3.40 130 

3.20 120 

- 3.00 110 

WHOLESALE PRICES 

Processed Foods 
and Feeds 

35 .0 I I I I I I I I I I I I I I I I I I I I I I I I 1 I . I I I I I 2 .80 100 I I l l 

1969 1970 1971 BLS 

Monthly (Dec.) 

Farm Products 

1 1 1 1 1 1 1 1 1 1 1 1 1 

1969 1970 1971 BLS 

Monthly (Dec.) 



SURVEY OF CURRENT BUSINESS January 1971 

CHART 3 

Wage and salary income recovered in December and personal income rose $5% 
Consumer spending advanced less in the fourth quarter than in the third, as new car sales dropped steeply 

Business fixed investment declined ilVn billion in the fourth quarter; residential construction advanced %2y^ billion 
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January 1971 SURVEY OF CURRENT BUSINESS 

CHART 4 

• In the fourth quarter: Inventory accumulation fell $1'/2 billion 
• Net exports declined about $1^2 billion, as exports were little changed and imports increased 

• Federal Government purchases were unchanged, State and local spending rose $214 billion 
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SURVEY OF CURRENT BUSINESS January 1971 

* In December: Industrial production rebounded after auto strike, rising about V/2 percent 
* Bank credit and money supply increased 

* Interest rates and bond yields dropped 

CHART 5 
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